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AMEMBASSY TEHRAN 
USDAO/SAIGON 
AMEMBASSY LONDON 

CONEIDENTIAL SECTION 1 OF 2 SAIGON 10075 

EO 1 1652: GDS 

TAGS: PINT PFOR EGON VS 

SUBJ: EMBASSY SAIGON'S MISSION WEEKLY JULY 25-31, 1974 

BANGKOK ALSO PASS OSA; DEPT ALSO FOR AIDAV; CINCPAC FOR POLAD; 
DOD FOR USAJFKCMA ATTN: ATCS-WL-DSA 

THE WEEK IN SUMMARY: 

THE CEASEFIRE 

JULY 26 LOWER HOUSE SPECIAL SESSION QUESTIONS PRIMIN 

PRES PROEESSES DESIRE TO MAKE DEMOCRACY PARTY A MASS PARTY 

POLITICAL BLOCS BEING EORMED IN UPPER HOUSE 

MUSICAL WEAPONS 

EXPORT SUBSIDY INCREASED 

REVISED IMPORT EINANCING REQUIREMENTS 

GVN SEEKS IMPROVED EOREIGN AID COORDINATION 

PRICES EDGE UP 

BLACK MARKET DOLLARS, GOLD UP MARGINALLY 

I. INTERNAL 

A. THE CEASEEIRE 
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IN MR- 1, WHILE THE TOTAL NUMBER OE VIOLATIONS DECLINED SLIGHTLY, 
LIGHTING IN QUANG NAM AND QUANG NGAI PROVINCES CONTINUED. ANOTHER 
ROCKET ATTACK ON DANANG AIR BASE KILLED SIX AND WOUNDED 24, MOSTLY 
CIVILIANS. THERE WERE ALSO ROCKET ATTACKS ON QUANG NGAIN AIREIELD 
AND THREE DISTRICT TOWNS. MILITARY ACTIVITY IN MR-2 REMAINED HIGH, 
ALTHOUGH THE TOTAL NUMBER OE INCIDENTS WAS DOWN SLIGHTLY. IN MR-3 
THE LEVEL OE ACTIVITY WAS THE LOWEST SINCE EARLY MAY. ACTIVITY IN 
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MR-4 WAS LIGHT. 

THE ICCS HAS HELD NO FURTHER PLENARIES SINCE JULY 17. FOR THE I ITH 
CONSECUTIVE TIME THE DRV/PRG DID NOT APPEAR FOR THE FPJMT SESSION. 
THE TPJMC SESSION WAS ALSO BOYCOTTED. THE SAIGON LOC NINH LIAISON 
FLIGHT WAS HIT BY GROUNDFIRE OVER A "PRG" CONTROLLED AREA SOUTH 
OF AN LOC IN BINH LONG PROVINCE, BUT NO ONE ON BOARD WAS INJURED. 

THE "PRG" ACCUSED THE GVN OF STAGING THE INCIDENT. 

B. JULY 26 LOWER HOUSE SPECIAL SESSION QUESTIONS PRIMIN 

ON JULY 26, THE VIETNAMESE NATIONAL ASSEMBLY HELD A SPECIAL PLENARY 
SESSION TO INTERPELLATE PRIMIN TRAN THIEN KHIEM AND OFFICERS OF HIS 
CABINET. STARTING AT 10:00AM ON JULY 26, THE SESSION CONTINUED 
UNTIL 2:00AM OF JULY 27, BROKEN ONLY BY A ONE HOUR LUNCH BREAK. 

MORE THAN FITY DEPUTIES SPOKE, DIRECTING OVER ONE HUNDRED QUESTIONS 
AT THE PRIMIN AND THE CABINET. AT THE END OF THE SESSION, THE GOVT 
WON A VOTE OF CONFIDENCE WITH SIXTY FOUR DEPUTIES INDICATING THEY 
WERE SATISFIED WITH THE ANSWERS OF THE GOVT; SIXTEEN INDICATING 
THEY WERE PARTIALLY SATISFIED; AND TWENTY THREE INDICATING DIS- 
SATISFACTION. THE QUESTIONS ASKED BY THE DEPUTIES DURING THE SESSION 
COVERED THE FULL SPECTRUM OF ISSUES FACING THE COUNTRY, INCLUDING; 
IMPLEMENTATION OF THE PARIS AGREEMENT, THE ECONOMY, INCIDENTS 
OF ALLEGED VOTE FRAUD AND CORRUPTION, FREEDOM OF THE PRESS, "POL- 
ITICAL PRISONERS", AND "THIRD FORCE", ETC.(SAIGON 9641, 9923). 

C. PRES PROFESSES DESIRE TO MAKE DEMOCRACY PARTY A MASS PARTY 

AT A RECEPTION FOR DEMOCRACY PARTY LEGISLATORS ON JULY 23, PRES 
THIEU AGAIN REASSURED PARTY MEMBERS THAT HIS CALLS FOR A REORIEN- 
TATION OF THE PARTY DID NOT PORTEND A DOWNGRADING FOR THE DP. THE 
PRES LIMITED HIS REMARKS TO GENERALIZATIONS ABOUT TRANSFORMING THE 
DP INTO A PARTY OF THE MASSES, NOT A RULING PARTY COMPOSED OF 
CONFIDENTIAL 
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COMMENT; THIEU GAINED AND HAS HELD POWER WITHOUT A POLITICAL PARTY 
AND HAS NEVER DEMONSTRATED ANY REAL ENTHUSIASM FOR PARTIES IN 
GENERAL. IF HE WERE SERIOUS ABOUT BUILDING A MASS PARTY HE WOULD 
NEED TO INVEST IT WITH AUTHORITY AND PATRONAGE. THIS WOULD SPARK 
SUSPICION FROM HIS PRESENT POWER BASE IN THE ARMY AND THE BUREAU- 
CRACY. UNTIL THERE IS SOME EVIDENCE THAT THE PRES IS SERIOUS 
ABOUT GIVING THE DEMOCRACY PARTY AUTHORITY AND AUTONOMY, ONE 
WOULD HAVE TO BE SKEPTICAL ABOUT THE PROSPECTS OF IT BECOMING A 
MASS PARTY. IT WILL REMAIN AN INSTRUMENT FOR HIS OWN REFLECTION 
AND THE ELECTION OF PRO-GOVT NATIONAL LEGISLATORS. 

D. POLITICAL BLOCS BEING FORMED IN UPPER HOUSE 
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PRO- ADMINISTRATION SENATORS IN THE UPPER HOUSE ARE CONTINUING 
THE PROCESS OF FORMING TWO POLITICAL BLOCS. WE HAVE HAD REPORTS 
THAT PRES THIEU HIMSELE ENCOURAGED THE EORMATION OF THESE 
BLOCS. APPARENTLY, THE LARGER BLOC LED BY SENATOR TRAN MINH TUNG, 
THE SECY GENERAL OE THE DEMOCRACY PARTY, WILL BE OPENLY PRO- 
ADMINISTRATION WHILE THE SMALLER UNITY BLOC LED BY SENATOR HUYNH 
VAN CAO WILL BE SUPPOSEDLY NEUTRAL BUT IN REALITY WILL SUPPORT 
THE POLICIES OF THE DEMOCRACY PARTY. THE FORMATION AND LEADERSHIP 
OF THESE TWO BLOCS HAS BEEN ANNOUNCED IN THE LOCA PRESS ALTHOUGH 
THE EXACT MEMBERSHIP OE EACH BLOC IS NOT YET AVAILABLE. WE HAVE 
LEARNED THAT THE UNITY BLOC IS IN THE PROCESS OF DRAWING UP A 
"STATEMENT OF PRINCIPLES". CAO'S BLOC WILL INCLUDE A NUMBER OF 
SENATORS EORMERLY ASSOCIATED WITH TRAN QUOC BUU'S EARMER- WORKER 
PARTY. CAO EOR A TIME WAS SECY GENERAL OF THE SOCIAL DEMOCRATIC 
ALLIANCE, THE PRINCIPAL PRETENDER FOR THE ROLE OE CHIEF "LOYAL 
OPPOSITION"PARTY. CAO HAS SINCE QUIETLY SIDLED OUT OF THE SDA 
AND SEEMS NOW FIRMLY BACK IN THE THIEU CAMP. 

THERE REMAINS LITTLE LIKELIHOOD OF GROUPS BEING FORMED BY 
OPPOSITION SENATORS OF THE CATHOLIC OR BUDDHIST EACTIONS. THESE 
GROUPS, BECAUSE FO LONG STANDING DIFFERNECES OE POLITICAL AND 
SOCIAL OUTLOOK, COULD NOT READILY FORM AN ALLIANCE. MOREOVER, 
NEITHER GROUP IS LARGE ENOUGH TO MUSTER THE NECESSARY MIN- 
IMUM OF FITEEN SENATORS LEGALLY TO FORM A BLOC. 
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CONFIDENTIAL SECTION 2 OE 2 SAIGON 10075 
E. MUSICAL WEAPONS 

AS REPORTED EARLY LAST MONTH (SAIGON 8474 AND 8835), LUONG 
TRONG TUONG OF THE HOA HAO BUDDHIST CHURCH REACHED AN ACCORD 
WITH PRESIDENT THIEU IN CAN THO ON JUNE 21, UNDER THE TERMS 
OF WHICH THE "HOA HAO SELF DEFENSE FORCE" OF TUONG'S FACTION 
WOULD TURN IN ITS ARMS IN RETURN FOR A PROMISE THAT THE 
FACTION WOULD GET SOME OF THE ARMS BACK. 

ON JULY 22, THE SECT MADE ITS FIRST WEAPONS TURNOVER 
UNDER THE TERMS OF THE AGREEMENT. THIRTY-FOUR WEAPONS WERE 
LISTED BY THE TUONG FACTION FOR TURNOVER, BUT ONLY THIRTY-TWO 
WERE INVOLVED IN THE TRANSACTION, AS TWO MACHINE GUNS WERE 
HELD BACK BY THE TUONG GROUP. THE TRANSACTION, AS REPORTED 
BY CONGEN CAN THO INVOLVED NO PHYSICAL TURNOVER OE WEAPONS; 

INSTEAD, THE TUONG FACTION PROVIDED A LETTER STATING THAT THE 
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GROUP WAS TURNING THE WEAPONS IN TO THE PROVINCIAL AUTHORITIES. 
THE TUONG FACTION'S LETTER SIMULTANEOUSLY REQUESTED THAT THEY 
BE ALLOWED TO RETAIN THE WEAPONS UNDER A STANDARD PSDF 
REQUISITION WHICH LISTED THE MEMBERS OF THE DEFENSE FORCE WHO 
WOULD KEEP THE ARMS. THE PROVINCIAL AUTHORITIES REPLIED WITH 
A LETTER GRANTING THE REQUISITION AS REQUESTED. THE TUONG 
FACTION PROMISED A SIMILAR LETTER TO COVER THE MACHINE 
GUNS NEXT WEEK. 

THE OVERALL SITUATION REMAINS CALM, DESPITE THE REPORTED 
RELUCTANCE OF DEFENSE FORCE CHIEF HAI TAP TO DROP THE NAME 
"HOA HAO DEFENSE FORCE" TO WHICH PRESIDENT THIEU OBJECTS. 

II. EXTERNAL - NOTHING TO REPORT 

END CONFIDENTIAL 
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BEGIN UNCLASSIFIED 
III. ECONOMIC 

A. EXPORT SUBSIDY INCREASED 

THE GOVERNMENT ANNOUNCED AN INCREASE IN THE EXPORT 
SUBSIDY THIS WEEK, IN REACTION TO THE FLAT EXPORT TREND OF THE 
PAST NINE MONTHS. THE JOINT COMMUNIQUE, SIGNED BY THE MINISTERS 
OF TRADE AND INDUSTRY AND OF FINANCE, RAISED THE REGULAR SUBSIDY 
FROM 7 PERCENT TO 10 PERCENT OF THE EXCHANGE RATE. TECHNICALLY, THE 
SUBSIDY IS AN OFFSET TO INTEREST PAYMENTS EXPORTERS MAKE FOR BANK 
LOANS TO FINANCE SALES-I.E. FOUR MONTHS INTEREST AT AN ANNUAL 
RATE OF 30 PERCENT. 

IN ADDITION, FOR PRIORITY EXPORTS AFFECTED BY RECENT 
POL PRICE INCREASES, THE GOVERNMENT HAS EXTENDED A SPECIAL 15 
PERCENT SUBSIDY UNTIL THE END OF THE YEAR. A SIMILAR SUBSIDY WAS 
INTRODUCED EARLIER IN THE YEAR, BUT EXPIRED JULY 4. COMMODITIES 
ELIGIBLE FOR THE SPECIAL SUBSIDY INCLUDE FISH AND FORESTRY PRODUCTS, 
TEA AND SOME MANUFACTURES (GLASS AND TIRES). 

FIRST HALF EXPORT EARNINGS AMOUNTED TO US$43 MILLION, 84 PERCENT 
HIGHER THAN THE SAME PERIOD OF 1973. BUT THEY HAVE SHOWN 
VIRTUALLY NO INCREASE SINCE THE THIRD QUARTER OF 1973, AND JUNE 
RECEIPTS DECLINED 17 PERCENT FROM MAY. 

B. REVISED IMPORT FINANCING REQUIREMENTS 

ACTING TO EASE THE EXTREMELY TIGHT RESTRAINTS ON CIP 
IMPORTS, THE GVN ON JULY 18 ABOLISHED THE 30 PERCENT ADVANCE 
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DEPOSIT REQUIREMENT THAT HAD BEEN IN EFEECT SINCE MARCH 15. AT THE 
SAME TIME, BANKS WERE INEORMED THAT THEY COULD HENCEEORTH EINANCE NO 
MORE THAT 80 PERCENT OE THE C&E VALUE OE EOREIGN AID-EINANCED 
(INCLUDING CIP) IMPORTS UPON RECEIPT OE ROP (RECEIPT OP PAYMENT). 

SINCE COMMERCIAL BANKS MAY, ON THEIR OWN, APPLY MARGIN DEPOSITS OP 
20 PERCENT TO 30 PERCENT ON MOST OF THESE IMPORTS, THE EPFECT ON 
LICENSING RESTRAINTS MAY BE SLIGHT. 

C. GVN SEEKS IMPROVED EOREIGN AID COORDINATION 
CONPIDENTIAL 
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PRIME MINISTER KHIEM APPROVED INSTRUCTIONS JULY 13 

STRENGTHENING THE COMMISARIAT GENERAL OF PLANNING'S (CGP) AUTHORITY 
TO COORDINATE FOREIGN AID. THAT FUNCTION HAD BEEN ASSIGNED TO 
PLANNING THREE YEARS AGO, BUT OTHER AGENCIES RETAINED CONFLICTING 
RESPONSIBILITIES. THE DOCUMENT STATES THAT NO LONGER WILL 
"GOVERNMENT MINISTRIES. ...DEAL DIRECTLY AND SEPARATELY WITH AID 
DONORS IN ORDER TO MAKE PRESENTATIONS OP THEIR REQUESTS FOR 
ASSISTANCE." THE PLANNING COMMISSION IS DESIGNATED AS THE CENTRAL 
POINT POR EVALUATING SPECIPIC AID REQUIREMENTS PROM MINISTRIES, 
DETERMINING PROJECT PRIORITIES AND NEGOTIATING WITH PROSPECTIVE 
DONORS. CGP IS ALSO INSTRUCTED TO COORDINATE USE OP COUNTERPART 
PUNDS. 

D. PRICES EDGE UP 

USAID'S RETAIL PRICE INDEX EDGED UP 0.8 PERCENT DURING 
THE WEEK ENDED JULY 29. INCREASES IN A WIDE RANGE OP COMMODI- 
TIES, INCLUDING DUCK EGGS, CHICKEN, VEGETABLES, SUGAR, PISH 
SAUCE AND COOKING OIL, SPURRED A 1.1 PERCENT RISE IN THE POOD 
INDEX. MEDIUM GRADE RICE PRICES WERE UNCHANGED. DESPITE THE 
SUBSTANTIAL PUBLIC SECTOR PAY RAISE ANNOUNCED JULY 1, THE PRICE 
REACTION HAS BEEN MODEST SO FAR. 

FOR THE POUR MONTH PERIOD PROM APRIL THROUGH JULY, 

THE USAID INDEX GAINED 9.6 PERCENT, OR AN ANNUAL (COMPOUNDED) 

RATE OP 32 PERCENT. PRICE INCREASES HAVE MODERATED SHARPLY SINCE 
THE PIRST QUARTER, WHEN THEY WERE RISING AT A 1 14 PERCENT ANNUAL 
RATE. 

E. BLACK MARKET DOLLARS, GOLD UP MARGINALLY 

RATES POR $100 GREEN ROSE PROM VN$662/$1 TO VN$665/$1 
DURING THE WEEK. GOLD INCREASED LESS THAN A DOLLAR TO THE 
EQUIVALENT OP $139.32 PER TROY OUNCE. SAIGON GOLD QUOTES NOW 
REPRESENT A 2.5 PERCENT DISCOUNT PROM HONG KONG PRICES. 

LEHMANN 
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